§351.509

assuming or forgiving the debt receives
shares in a firm in return for elimi-
nating or reducing the firm’s debt obli-
gation, the Secretary will determine
the existence of a benefit under §351.507
(equity infusions).

(b) Time of receipt of benefit. In the
case of a debt or interest assumption or
forgiveness, the Secretary normally
will consider the benefit as having been
received as of the date on which the
debt or interest was assumed or for-
given.

(c) Allocation of benefit to a particular
time period—(1) In general. The Sec-
retary will treat the benefit deter-
mined under paragraph (a) of this sec-
tion as a non-recurring subsidy, and
will allocate the benefit to a particular
year in accordance with §351.524(d).

(2) Ezxception. Where an interest as-
sumption is tied to a particular loan
and where a firm can reasonably expect
to receive the interest assumption at
the time it applies for the loan, the
Secretary will normally treat the in-
terest assumption as a reduced-interest
loan and allocate the benefit to a par-
ticular year in accordance with
§351.505(¢c) (loans).

§351.509 Direct taxes.

(a) Benefit—(1) Exemption or remission
of taxes. In the case of a program that
provides for a full or partial exemption
or remission of a direct tax (e.g., an in-
come tax), or a reduction in the base
used to calculate a direct tax, a benefit
exists to the extent that the tax paid
by a firm as a result of the program is
less than the tax the firm would have
paid in the absence of the program.

(2) Deferral of tares. In the case of a
program that provides for a deferral of
direct taxes, a benefit exists to the ex-
tent that appropriate interest charges
are not collected. Normally, a deferral
of direct taxes will be treated as a gov-
ernment-provided loan in the amount
of the tax deferred, according to the
methodology described in §351.505. The
Secretary will use a short-term inter-
est rate as the benchmark for tax de-
ferrals of one year or less. The Sec-
retary will use a long-term interest
rate as the benchmark for tax deferrals
of more than one year.

(b) Time of receipt of benefit.—(1) Ex-
emption or remission of tares. In the case
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of a full or partial exemption or remis-
sion of a direct tax, the Secretary nor-
mally will consider the benefit as hav-
ing been received on the date on which
the recipient firm would otherwise
have had to pay the taxes associated
with the exemption or remission. Nor-
mally, this date will be the date on
which the firm filed its tax return.

(2) Deferral of taxes. In the case of a
tax deferral of one year or less, the
Secretary normally will consider the
benefit as having been received on the
date on which the deferred tax becomes
due. In the case of a multi-year defer-
ral, the Secretary normally will con-
sider the benefit as having been re-
ceived on the anniversary date(s) of the
deferral.

(c) Allocation of benefit to a particular
time period. The Secretary normally
will allocate (expense) the benefit of a
full or partial exemption, remission, or
deferral of a direct tax to the year in
which the benefit is considered to have
been received under paragraph (b) of
this section.

§351.510 Indirect taxes and import
charges (other than export pro-
grams).

(a) Benefit—(1) Exemption or remission
of tares. In the case of a program, other
than an export program, that provides
for the full or partial exemption or re-
mission of an indirect tax or an import
charge, a benefit exists to the extent
that the taxes or import charges paid
by a firm as a result of the program are
less than the taxes the firm would have
paid in the absence of the program.

(2) Deferral of tares. In the case of a
program, other than an export pro-
gram, that provides for a deferral of in-
direct taxes or import charges, a ben-
efit exists to the extent that appro-
priate interest charges are not col-
lected. Normally, a deferral of indirect
taxes or import charges will be treated
as a government-provided loan in the
amount of the taxes deferred, accord-
ing to the methodology described in
§351.56056. The Secretary will use a
short-term interest rate as the bench-
mark for tax deferrals of one year or
less. The Secretary will use a long-
term interest rate as the benchmark
for tax deferrals of more than one year.
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